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Chapter 1

Summary

INTRODUCTION

Almost all international trade in goods is
transported by sea. Thus, ocean shipping plays
a central and essential role in the world economy
and in world trade. The United States is the
world’s largest trading nation, and international
markets are increasingly important to U.S. indus-
tries. The United States annually engages in trade
of $1 billion or more with each of 58 other coun-
tries worldwide.

The importance of world trade for the U.S.
economy has increased dramatically in the past
two decades. During the 1970’s, the value of U.S.
international trade more than doubled. Although
the U.S. ratio of exports to gross national product
is still below that of most other industrial countries,
it stood in 1980 at 8.5 percent, nearly double the
4.4 percent of 1970. Some projections of that per-
centage reach 15 percent by 1990.

In 1982, world maritime trade in goods totaled
3.21 billion metric tons (tonnes), down from an all-
time high of 3.77 billion tonnes in 1979. Maritime
trade generally is divided into three broad catego-
ries: liquid-bulk, dry-bulk, and general cargo. Pe-
troleum alone accounts for nearly all of the liquid-
bulk trade and for almost half of the total world
tonnage shipped. About one-fourth of world ton-
nage consists of dry-bulk commodities—principally
mineral ores, coal, and grain. The remaining one-
fourth consists of the variety of manufactured goods
and consumer products called general cargo.

The two principal modes of ship operation are
the liner mode, which serves the general cargo
trade, and the bulk mode, which serves both the
dry- and the liquid-bulk trades. The liner industry
carries general cargo from port to port at fixed rates
and on regular schedules. Modern container ships
are typical of the vessels used in liner trade. The
industry commonly operates within conferences—
international groups of private liner companies that
collectively agree on routes, schedules, rates, and
other aspects of liner service. The bulk industry nor-

mally does not form conferences. It employs a varie-
ty of ships, usually on a time- or voyage-charter
(rental) basis, to carry single, large-volume com-
modities (e. g., iron ore, grain, coal, crude oil) over
fixed and sometimes long periods of time. The liner
industry thus tends to manage competition among
major companies while the bulk industry operates
under much more open competition. The liner
trades involve by far the largest portion of world
trade when measured by dollar value, while the
bulk trades account for the largest portion of volume
or tonnage.

The world shipbuilding and operating industries,
generally referred to as ‘ ‘maritime industries, ”
recently have been through a major boom followed
by a drastic downturn. Prospects for early recovery
are uncertain. Not only has the recent world reces-
sion reduced total trade, but overbuilding of ships—
particularly oil tankers—in the 1970’s has added
substantially to a huge surplus of shipping capaci-
ty in the 1980’s. Scrapping supertankers has be-
come more profitable than building them, and 25
to 50 percent of the world bulk fleet is laid-up or
underemployed. The world’s major shipbuilders in
Europe and Japan are facing serious declines in de-
mand and turning to their governments for sup-
port. The U.S. maritime industry has been affected
by this slump in world trade but not to the same
extent as many other major maritime nations—pri-
marily because the U.S. maritime industry had
already declined to a minor role among the larger
nations.

A variety of rapid changes over the past few dec-
ades have transformed the maritime industries of
the world and of the United States in particular.
In just 25 years, the U.S.-flag merchant fleet has
changed from the largest and most diverse in the
world to a specialized fleet of modest size, aggres-
sively engaged in the foreign liner trades and serv-
ing a variety of domestic bulk and liner trades.
Many of the U.S. maritime business interests that
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were dominant in U.S.-flag merchant shipping in
1950 are now owners of huge bulk fleets registered
in Liberia and Panama. These fleets (known as
“U.S.-controlled, foreign-flag’ fleets) now carry
practically all of U.S. petroleum imports and sizable
proportions of our exports of coal, grain, and other
key commodities. U.S. shipyards, which built vir-
tually the entire world’s merchant fleet in existence
following World War II, now rarely build merchant
ships but are world leaders in complex warship and
offshore oil-vessel construction. Japan and Korea,
presently the largest commercial shipbuilding na-
tions, have taken shipbuilding production systems
that were introduced in U.S. yards during World
War II, and by combining these with modern as-
sembly and manufacturing technologies and lower
wages, have gained a sizable productivity and com-
petitive advantage in merchant ship construction.

Changes in the maritime industries have been
accompanied by international political changes that

seem to be having a significant impact on the man-
agement and economics of international shipping
and shipbuilding. In recent years, there has been
significantly more governmental control of trade
and access to cargo than at any time in the past
several decades. Of major importance is the im-
plementation of a multinational regime to allocate
liner cargoes among the fleets of importing and ex-
porting nations, passed under the aegis of the
United Nations Conference on Trade and Devel-
opment (UNCTAD).

The nature of international marine transporta-
tion itself also is changing, as evidenced by the con-
centration of businesses in fewer, larger firms; by
rapid worldwide transfer of technologies; and by
more and more ship-operating firms offering in-
termodal rates and services, thus supporting the no-
tion that ocean shipping is just one link in a larger
integrated transportation system that includes ter-
minals, trucking and rail.

——— —
POLICY STATUS

U.S. maritime policies have not kept pace with
changes in world trade or the maritime industry.
They remain aimed at conditions that prevailed in
decades past. The U.S. maritime policy frame-
work that exists today is outdated and appears
inadequate to address critical maritime problems
of national concern.

Based on this OTA assessment of maritime
trade and technology, it is clear that major new
or revised Federal policies are needed if the U.S.
maritime industries are to remain healthy in the
decades to come. If there are no policy changes,
most U.S. maritime industry segments probably
will continue to decline in size and influence.

Trade- and cargo-allocation policies related to
international shipping often are considered sepa-
rately, both within U.S. Federal agencies and
among international organizations. However, ade-
quate consideration of cargo allocation would in
turn make trade more efficient and effective. For
the most part, U.S. shipping policies reflect his-
torical patterns and do not cope effectively with ma-

jor shifts in trading patterns and increasing govern-
mental intervention worldwide.

The Federal Government has a wide range of
policies and programs with the goal of aiding or
promoting the U.S. maritime industry. However,
analysis indicates that the United States has no
overall, coordinated and effective maritime pol-
icy that responds to the major trends and reali-
ties confronting the U.S. maritime industry in
the increasingly competitive and complex arena
of world seaborne trade. Existing maritime pol-
icies are a patchwork of measures adopted at var-
ious times to address specific needs. They do not
add up to a comprehensive and coherent policy with
clearly defined purposes and elements specifically
designed to achieve those purposes. In particular,
there is no sharp definition of what the Federal role
should be in maintaining a maritime industrial
base, in assuring competition, and in coordinating
national and international initiatives.

Whatever maritime policies are developed for the
future, if they are to be broadly supported and ef-
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fective, they will require balancing a variety of na-
tional interests. There is a vital link between the
U.S. economy and U.S. participation in inter-
national commerce of which ocean transporta-
tion is an integral component. However, it is not
clear what level of Government assistance or in-
volvement in maritime affairs is in both the national
interest and in the interest of a healthy, competitive
enterprise. Therefore, an overriding objective of
any future maritime policy is to clarify national ben-
efits as well as benefits to any one industrial sec-
tor. Such national benefits could include:

● maximizing U.S. participation in world trade
and its overall economic benefits;

1975 1980 1985

promoting international stability through trade
and economic interdependence;
maintaining technological preeminence in
U.S. industries;
providing for national defense needs;
ensuring independence from foreign control
of vital trade or shipping services;
assuring the viability of the essential and pro-
ductive sectors of the maritime industry;
promoting fair trading practices for U.S. bus-
iness interests; and
providing an adequate level of employment,
skills, and training in a vital transportation in-
dustry that is important to the national econ-
omy.

THE FEDERAL ROLE

The Nation clearly depends on international vious interest in those areas where the public as a
trade and shipping services to maintain a healthy whole would accrue benefits. Policies to promote
economy. The Federal Government thus has an ob- U.S. participation in world trade, to assure fair ac-
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Grain: Seaborne Trade–1981
Main inter-area movements in million tonnes. (million ton-miles in brackets.) Only main routes are shown. Area figures are totals including smaller
routes not shown separately.

cess to cargoes, to assure adequate and efficient
shipping services, or to provide for just considera-
tion of U.S. interests in international bodies—all
fit into such a Federal role. Policy options for these
purposes thus can be judged on the basis of how
effectively the Federal role is carried out and how
efficiently the national goals are pursued.

The Federal Government also may have a role
related to support or promotion of the maritime in-
dustries. The extent of this role is more difficult
to measure, but it is based on two possible national
benefits. One is that the maritime industry provides
for national security and must be measured by
needs for and costs of national defense options. The
second is the overall economic benefit that shipping
and shipbuilding may provide the Nation as a ma-
jor industrial sector in promoting or maintaining
U.S. participation in world trade.

Naturally, there are a range of plausible levels
of Federal promotion or support to any U.S. in-
dustry. If the support requires merely “fair” tax-
ation or regulatory treatment, then it may be jus-
tified based on inherent benefits to an important
industry and labor force. If the support requires
major Federal subsidies or other outlays that the

public must provide, then national benefits need
to be quantified and demonstrated.

If a stronger merchant marine encourages greater
opportunities for export of U.S.-produced goods,
specific Federal support of the industry might be
justified but must be compared to other effective
ways to utilize finite Government resources. Only
if the net economic gain from Government subsidy
of the maritime industry were greater than the gain
to the economy from equal Government support
of another industry, could maritime subsidies be
justified on purely economic grounds.

The rationale used by most maritime-subsidy
proponents is that U.S. shipyards and the U. S.-
flag merchant fleet are vital components of our na-
tional defense. The U.S. Navy historically has sup-
ported this contention. The so-called shipyard mo-
bilization base consists of those yards that would
be essential to a war effort, either in building or
repairing vessels. Virtually all major merchant ship-
building facilities are considered to be part of this
base. Likewise, it is contended that during a con-
flict the U.S. merchant marine would have vital
responsibility in logistic support for the military and
carriage of goods essential to support the civilian
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economy at home. There is little question that these
roles would have to be filled. However, a number
of questions remain unresolved. The required size
of the mobilization base never has been defined ade-
quately, although a number of studies have ad-
dressed the issue. Another question is the adequacy

of the fleet of U.S.-owned, foreign-flag ships or the
national flag ships of friendly nations to fulfill some
or all of the duties of merchant-ship support dur-
ing a national emergency.

An in-depth analysis of national defense require-
ments is outside the scope of this assessment. How-
ever, it is important that such questions be resolved
before any cohesive policy about the role of the U.S.
Government in support of the maritime industry
can be developed, and if it is determined that na-
tional defense is a legitimate reason for Govern-
ment aid to the industry, logically such aid should
be directed toward those types of yards and vessels
that are most useful to the military.

THE U.S. SHIPPING INDUSTRY

Many define the present condition of the U.S.
shipping industry as one of universal nonprof-
itability. Even with substantial subsidies, the U. S.-
flag liner operators as a group showed a loss for
the first quarter of 1983. Large portions of the U. S.-
flag tanker and bulk fleet are in layup. Some of the
most productive sectors, such as the offshore oil,
tug, and barge businesses, also are now in a serious
slump.

In the U.S. shipping industry, the two major dis-
tinct business sectors (liner and bulk) have very dif-
ferent problems and outlooks. Policies directed to-
ward each sector need to reflect those differ-
ences. During 1982 and 1983, the U.S. liner in-
dustry suffered substantially from the worldwide
recession, and the overall cargo volume in the key
trades shrank markedly. Some companies now are
left in a difficult financial position—especially
the smaller operators who are not well capital-
ized. On the other hand, a few of the larger com-
panies are aggressively expanding their service
and building new, large container ships to mod-
ernize their fleets. The most prominent liner com-
panies increasingly are engaged in the transporta-
tion of cargo to and from inland locations in which
ocean-going ships serve as only one link in an over-
all transport system. The liner fleet has growth po-
tential but is very dependent upon new Federal pol-
icy initiatives.

Bulk companies include the shipping depart-
ments of major petroleum corporations who operate
tanker fleets, as well as independent bulk-ship
operators, who may operate tankers, dry-bulk car-

riers (ore, coal, grain), and combination ships. The
U.S.-flag dry-bulk and tanker fleets face a very un-
certain economic picture. Very few U.S.-flag bulk
carriers are engaged in international trade because
they have not been able to compete with foreign-
flag operators, even with substantial subsidies. The
domestic trade U.S. bulk fleet also is small and only
serves what may be considered captive markets.
Pressures to shift subsidized U.S.-flag tankers from
the international to the domestic trades and to re-
duce both subsidies and preference cargoes could
affect the remaining U.S. bulk-carrier and tanker
fleets dramatically.

A long-term world trade outlook developed for
this assessment indicates that U.S. trade volume
probably will grow throughout the rest of the cen-
tury, but at slower rates than in the last 10 to 15
years. Trade with developing countries, particularly

in the Far East, could grow at a faster rate than
total trade. However, such trade growth could be
affected adversely by aggressive protectionism in
the United States and abroad, particularly in the
short term, as a response to the worldwide economic
problems of many countries.

If the trade growth rate is slow in comparison
to the previous decade, U.S. carriers will b e

forced to compete with rapidly growin g foreign-
flag fleets for the limited cargo available—and
will need continually to increase service efficien-
cy and capability. It also is likely that intermodal
services will continue to expand and increase the
efficiency of international transport. This trend may
offer opportunities for those U.S. liner operators
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that are in the forefront of intermodal technology
and management systems.

The future of the U.S.-flag fleet is uncertain.
Some experts believe that without policy
changes, the size and capabilities of the U. S.-
flag fleet will decline markedly over the next 10
years, Policies to promote growth in U.S. trade
and assure fair access to all international trade for
U.S. carriers naturally would benefit all sectors of
the shipping industry. However, such policies
would be most useful for continued success of those
businesses that already have attained high produc-
tivity and now are reasonably competitive in world
shipping. Such characteristics apply to certain U. S.-
flag liner companies and to the U.S.-controlled,
foreign-flag bulk fleet.

Several other Federal policy initiatives are also
of major importance to the U.S.-flag liner opera-
tors. These include: maintenance of existing Gov-
ernment impelled cargo preference; modification
to the Shipping Act of 1916 granting wider antitrust
immunity, which would promote higher utility of
capital assets through service rationalization; and
modifications to taxation policies or other finan-
cial incentives, which would allow future capitaliza-
tion on a cost competitive basis with other shipping
nations. Policies to promote more competitive in-
dustry capitalization are also critical to the U. S.-
controlled fleet. For the already small U.S.-flag bulk
fleet (tankers and dry bulk) in foreign trades, future
viability appears bleak unless support is applied,
either in the form of direct Federal subsidies or of
cargo preference.

THE U.S. SHIPBUILDING INDUSTRY

Over the past two decades, the United States has
built major merchant ships only when Federal sub-
sidies were used to pay a large portion of the cost
or when laws, such as the Merchant Marine Act
of 1920, required that the ship be built in a U.S.
yard. U.S. shipyards have been isolated from in-
ternational competition for these types of vessels
by virtue of having a protected domestic market.
The U.S. shipbuilding industry today therefore is
basically quite different from that of Europe, Japan,
and Korea, where most of today’s modern mer-
chant fleets are built and where companies com-
pete for orders in a world market.

However, the United States does have a large
and diversified shipbuilding industry and is
foremost in construction of large and complex
naval warships. Its total employment ( 175,000 in
1982) is even larger than Japan ’s. The U.S. indus-
try also has some very productive and technologi-
cally innovative segments, including those who
build barges, tugs, supply boats, and offshore oil
rigs.

The U.S. shipbuilding industr y has faced a
severe decline in new buildings of major mer-
chant ships. The elimination of Federal funds
for construction subsidy programs has made fu-

ture prospects for commercial shipyards bleak.
While the U.S. Navy has embarked on an ex-
panded building program, it will not require much
additional shipyard capacity until 1985-86, and only
the yards that specialize in major warships will ben-
efit substantially. The trends in the industry thus
are toward more U.S. Navy work, more concen-
tration in fewer large firms and hard times for those
firms that, in the past, have depended on commer-
cial shipbuilding subsidies. Although U.S. yards
have made recent strides in improving productivi-
ty in the construction of merchant vessels, the
primary focus of the industry remains on building
U.S. Navy ships, which require high-technology
and custom work and where productivity is not of
paramount concern.

One approach to improving U.S. shipbuilding
productivity would focus on developing other
emerging markets for U.S. shipyards, assuming
that there is little chance that the U.S. industry can
reduce costs of conventional merchant ships below
the level of the low-wage countries. The U.S. ship-
building industry is geared to custom work and the
integration of highly technical with conventional
systems. Markets for such skills may develop in the
future in fields like Arctic or deepwater resource
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extraction. A challenge for industry and Govern-
ment would be to cooperate to identify and develop
the most promising markets.

OTA analysis suggests that U.S. shipyards can
improve their competitive position in the world,
but only with a major concerted effort on the
part of both industry and the Federal Govern-
ment. However, productivity improvements alone
probably will never close the very large foreign-mer-
chant-ship price differentials of today, which are
partly the result of lower wages and partly the result
of direct and indirect subsidies of other govern-
ments. Federal policy therefore must assume that
the future viability of U.S. commercial ship-
building will depend on some form of Federal
support.

At present the large U.S. Navy building program
is supporting the U.S. shipbuilding industry. It
would be useful for policy makers now to look be-
yond the current U.S. Navy building program and
devise a plan for U.S. shipyards at least 5 years
hence. While the existing U.S. Navy program can
be helpful for encouraging productivity im-
provements in the near term, new markets must
be developed or Federal support must be increased
when U.S. Navy work slackens, or U.S. shipyards
will probably contract to a much smaller base.

POLICY OPTIONS

OTA analysis suggests that whatever new mar-
itime policies are developed, a comprehensive and
coordinated approach is necessary to clarify the na-
tional interest, bring effectiveness to Federal pro-
grams, and ensure consistency in any industry pro-
motion offered. The following policies are subject
to current debate and are important elements of
such a comprehensive approach. Each will be dis-
cussed here and some options presented. Further
analyses are contained in the policy chapters of the
complete report.

Cargo Policies

All trading nations have a self-interest in expand-
ing their exports and controlling their imports. As
trading complexities increase, governments have
attempted to manage their flow of imports and ex-
ports. As nations try to manage trade policy to their
best economic advantage, they tend to increase gov-
ernmental involvement in shipping. Most countries
have policies which unilaterally reserve some por-
tion of their import/export cargoes for their own
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national fleets. In addition, many nations, partic-
ularly developing countries that are attempting both
to capture more export trade and to bolster their
national-flag fleets, are pushing for the estab-
lishment of bilateral and multilateral cargo-sharing
agreements. The latter objectives have been
achieved recently in the form of the UNCTAD
Code of Conduct for Liner Operations. The requi-
site number of countries has ratified this code to
enable it to go into effect in October 1983. It calls
for an even division of liner conference cargoes be-
tween trading partners, with a small percentage
possibly reserved for vessels of other nations, if
agreed by the national-flag lines engaged in the
trade. The United States is not a signatory to the
code and has opposed it since it was first proposed
several years ago. As a result, there are concerns
that U.S. carriers may be prohibited from some

40

30

20

10

0

Fleets of the Leading

90

80

70

a

cargoes and that the United States may be forced
out of certain trades when it is implemented.

U.S. ship operators face a significant disadvan-
tage in dealing with countries where industry and
government have established close ties and where
national and corporate goals are better meshed than
in the United States, which tends to disavow gov-
ernmental interference in international trade and
cargo allocation. U.S. shipping companies find it
increasingly difficult to compete in markets that are
protectionist. Many foreign governments also tend
to intervene specifically on behalf of their national
interests and their own carriers while the U.S. Gov-
ernment has usually not intervened.

There have been attempts by the United States
and some of its industrialized trading partners to
counter protectionist trends by working within in-
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ternational organizations for tariff-barrier reduc-
tion and freer trade. However, the reality is that
trade is becoming more, not less, managed. Thus
far, the United States has not developed a national
response that would be effective in protecting our
economic position and at the same time remain con-
sistent with our national philosophy of free trade.

Federal policies and practices could have a
profound influence on whether U.S.-flag ship
operators are treated fairly by other countries
and given equal and competitive rights to carry
cargo. There is at present no generally accepted
U.S. cargo policy because national interests are
not defined and no strategies for international
negotiation have been developed. Lacking such
strategies, the United States has remained on the
sidelines while the rest of the world defines the rules
of cargo access.

To assure more equitable access to cargoes for
U.S. operators in the future, Congress could:

●

●

●

●

authorize and direct appropriate agencies to
devise guidelines for U.S. Government initi-
atives in negotiated bilateral agreements with
our major trading partners including rules for
maintaining certain competitive practices, for
assuring fair treatment for both U.S. shippers
and carriers, and for promoting future trade;
authorize and direct appropriate agencies to
develop guidelines for similar consideration of
multilateral agreements on cargo access;
define specific and comprehensive unilateral
U.S. cargo reservation practices following
clearly stated national interest guidelines;
develop an overall strategy for both U.S. cargo
reservation and international agreements on
cargo-sharing which could be used in future
negotiation.

Incentives for U.S. Ship-Operating
and Shipbuilding Industries

There is widespread agreement that U.S. mari-
time subsidy programs of the past have been largely
ineffective and counterproductive to the goal of
stimulating a healthy and productive commercial
maritime industry in the United States. The pres-
ent administration has eliminated funding for ship
construction subsidies and has sought to phase out
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ship-operating subsidies. New policies are needed
to substitute for these programs, however, if a
Federal role of promoting U.S. maritime inter-
ests is justified by overall national interests. The
level of Federal promotion also needs to be justi-
fied by specific national benefits.

Direct subsidy policies of the past have been
aimed at maritime industry promotion in general
and assume that different sectors of the industry
(i.e., shipbuilding, liner operators, bulk operators)
could be cured by the same medicine. These sub-
sidies have not been broadly effective. In fact, the
most productive companies appear to be those who
did not participate in subsidies.

The current administration has proposed several
policies, including allowing foreign construction of
U.S.-flag subsidized ships, that would help the U.S.
liner industry. Promotion of certain U.S. liner in-
terests is possible with indirect incentives, and this
type of approach appears to be consistent with other
administration policies. Also, indirect subsidies such
as loan guarantees to U.S. operators have been en-
couraged. The shipbuilding industry, however, has
not been encouraged by recent administration mar-
itime policies. Except for the large Navy building
program, no Federal incentives have been pro-
posed. Since the shipbuilding sector was so depend-
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ent on subsidies in the past, it is difficult for these
companies to plan adequately for a future with no
Federal support.

Past incentives in the form of loan guarantees
appear to have been more successful than direct
subsidies in promoting investment in new vessels
and in covering broad sectors of the maritime in-
dustry. Both builders and operators claim to have
benefited from such an approach.

Future policies concerning industry support, if
deemed to be in the national interest, could include
consideration of which maritime sectors can benefit
from each type of promotional effort and how Fed-
eral support can encourage high productivity and
efficiency. If Federal incentives for the maritime
industry are judged consistent with national goals
and

●

●

benefits, Congress could:

revitalize Federal loan guarantee and financ-
ing assistance programs for industry sectors
that could utilize such incentives to improve
productivity, to expand, to increase profitabili-
ty, or to enter new markets;
devise new Federal subsidy programs directed
toward sectors that must compete directly with
subsidized industries of other nations, includ-
ing productivity enhancement incentives.

If, however, no justification for Federal assistance
to the maritime industry can be made, Congress
could :

● phase out all subsidy programs and Federal
requirements related to subsidies and allow in-
dustry to compete on the open market without
Federal intervention.

In any case, it appears important for Congress to:

 define specific national defense needs in terms
of a shipbuilding base, an operating fleet, and
a reserve fleet, and develop a funding program
to maintain each utilizing either Government
or defense expenditures for that portion of the
base that is commercially uneconomic.

Regulatory Systems

It is difficult for U.S. ship operators to compete
with foreign operators when international rules of
conduct do not match traditional U.S. concepts,

which give the Government the role of protecting
the public against fixed-pricing or business cartels.
In many other major maritime nations, the industry
not only is allowed but also encouraged by the gov-
ernment to collaborate. A bill now in Congress
seeks to amend the 1916 Shipping Act, assure
broader antitrust immunity, and provide other in-
centives for improving the capability of U. S. oper-
ators to compete with foreign carriers. This issue
has been debated in Congress for the past several
years, and some resolution appears near. Whatever
the outcome, it will continue to be important for
U.S. policy makers to evaluate international rules
of conduct for U.S. and foreign operators and to
strive to develop an approach so that U.S. operators
can compete on equal terms with foreign carriers.

Passage of some form of regulatory changes is
clearly in the interest of the major U.S. liner oper-
ators. Proper consideration of U. S. shipper interests
and broader goals of enhancing U.S. trade in the
future are equally important. U.S. participation
in world maritime trade and shipping likely will
depend on how well our regulatory policy both
protects the national interests and allows for ef-
fective competition internationally. Congression-
al choices include the following alternatives:

●

●

●

pass the Shipping Act of 1983 and follow with
careful oversight of how well carriers, shippers,
and the general public are served;
develop an approach to international shipping
regulations that could be presented to other
nations for consideration in the future, possibly
including cargo-sharing options as well;
make no changes to the law but monitor mom
carefully Federal regulatory policies.

Taxation Policies

Taxation policies for U.S. shipping interests are
based on sometimes conflicting goals of providing
equivalent advantages to industries that must com-
pete in the international market and of assuring
fairness and equity among U.S. businesses. Past
taxation policies for shipping (e. g., the Capital Con-
struction Fund) have sought to encourage invest-
ments in new U.S. built ships through tax defer-
rals and to strengthen the U.S. merchant marine’s
competitive position. Future taxation policies re-
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quire careful analysis of the many approaches avail-
able and in use to ensure that targeted industry sec-
tors receive the intended benefits.

This assessment includes an overview of Federal
taxation policies related to shipping, but further
analysis of alternative tax treatments is necessary.
However, Congress could address taxation policies
for shipping in a comprehensive way, including:

●

●

●

a review of U.S. industry treatment compared
with other competitive maritime nations;
consideration of tax-incentive goals such as in-
vestment in new ships and equipment, busi-
ness for U.S. shipyards, modernization of the
fleet, maintenance of a defense base, or ex-
panding U.S. markets; and
review of tax treatment versus the sectors that
receive principal benefits considering U.S.-flag
fleet, effective U.S.-controlled fleet, U. S.-
domestic fleet, and U.S. shipyards.

Federal Research and Development

OTA analysis suggests that there is a need for
maritime research and development (R&D). An
important part of such research is a continuing
assessment of those areas in which technological in-
novation can be applied to acquiring a greater share
of the world maritime transportation market and
a greater share of world shipbuilding orders. Ad-
ditionally, the R&D should include an evaluation
of the work ongoing in marine and other fields (both
U.S. and foreign) that can contribute to commer-
cial marine innovation. It also is important to in-
corporate these innovations into design, produc-
tion, and training programs that would lead to
building and manning ships, and selling ships to
other nations to give the United States an improved
posture in world shipbuilding and ship operations.
Both long-term financial support and a research
plan are needed to assure effective utilization of
resources.

There are several basic problems associated with
existing Federal maritime R&D programs. First,
since there is no comprehensive policy defining the
Federal role in maritime affairs in general, there
is also no clear policy regarding the Federal role
in maritime R&D. While the Federal approach
to industry promotion has changed drastically

in recent years, little attention appears to have
been given to the resulting impact on R&D.
Thus, the R&D program now under the authori-
ty of the Maritime Administration has no clear
focus or set of long-range goals. This program is
much too small to be expected to address in depth
the broad range of technical opportunities in the
maritime transportation business; furthermore,
there is no rationale for the selection of projects as
worthy of Federal support while others are left for
industry or some other research enterprise.

Congress could define a more specific Federal
role in maritime research before additional funds
are allocated and a new program is designed. As
discussed in this assessment, near-term needs for
energy-saving and automation technology are be-
ing addressed by numerous industries and private

Photo credit: Maritime lnst/tute of Technology

The Masters, Mates and Pilots Union operates this
technology training facility for its members
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research groups worldwide. New maritime technol-
ogies have been developed in a number of other
countries and are readily adaptable. The U.S. Navy
and other Federal agencies spend considerable
funds on basic and applied maritime research prob-
lems, and applicable data can be transferred. The
National Shipbuilding Research Program has iden-
tified promising areas for improving U.S. ship-
building productivity. Elements of a congressionally
defined Federal role in future maritime R&D could
include:

●

●

●

●

identifying R&D objectives as a subset of an
overall maritime policy;
determining what U.S. industry can do bet-
ter itself and formulating indirect incentives
for industry R&D;
stimulating coordination and transfer of tech-
nology within the industry and from military,
foreign, and other sources; and
focusing on high-risk areas and long-range
problems that are not adequately addressed by
industry or elsewhere, the solution of which
could contribute to national goals.

In addition to the definition of proper Federal
support for maritime R&D, Congress may also
wish to consider new or modified institutional ar-
rangements to encourage, coordinate, and foster
R&D with either or both private and Government
support.

Policy Coordination

It has been difficult in the past to develop a
comprehensive policy that integrates the impor-
tant aspects of trade promotion, cargo access,
maritime regulation, industry incentives, and
maritime research. Federal agencies, lacking a
coordinated approach, often have sought con-
flicting goals. While one agency seeks to prosecute
alleged antitrust activities, another seeks to allow
more industry cooperation. While one agency seeks
to broaden cargo preference policies, another seeks
to eliminate preference for U.S.-flags. While the

U.S. Navy claims the need for an extensive com-
mercial shipbuilding industrial base, it shifts the
execution of such a policy to the Maritime Admin-
istration which has been able neither to devise a
strategy nor provide the resources to maintain such
a base,

Congress could seek to resolve some of the ma-
jor conflicts through comprehensive legislation or
through a joint consideration of a range of legisla-
tive proposals. While this approach could consume
a great deal of time, it may offer compensating long-
range benefits.

Even without comprehensive policy coordina-
tion, it appears important as a minimum to ensure
the coordination of trade and shipping policies at
the Federal agency level. Trade policies and cargo
policies related to international shipping are often
considered separately, both within the U.S. Federal
agencies and among international organizations.
Those policies can have a direct impact on future
international trade and the participation of the
United States and its shipping industry in that
trade.

The current debate between those advocating
completely free trade or free access to cargoes and
those advocating degrees of government interven-
tion to protect domestic industries will undoubtedly
continue. For example, the national value of a
domestic industry can sometimes convince govern-
ments to provide certain levels of protection. Even
though industries and governments publicly state
their opposition to protectionism, they often do not
apply those principles to themselves. In addition,
reaction to other governments’ policies will often
also bring restrictions on trade.

The growing involvement of governments and
international organizations in trade and shipping
policies and growing protectionism worldwide re-
quires the United States to develop and coordinate
those trade and shipping policies which serve the
national interest. It is also vital for the United States
to implement policies which can remain consistent
over the long terms that many international issues
require for resolution.
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